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MEMORANQUM

To: ChaIr and Commissioners
PubJic Service CommissIon

From: Gary A. Myers
D~putyAttomey General

R&: Verii:on DelawElro Inc:s Letter of August 30, 2.002 AnnQunclng ReduotiQns
In its Orlglnating and Terminating Unbundled Switching UNE Rates.
PSC Dckt. No, 96-324

Date: September 5. 2002

On August 3D, 2002, Verlzon Oeli1ware Inc, rvz..Oej submitted a letter to the
Commission announcrng that. effective en thi)t date. Verizon had chosen to reduce by
31 % the unbundled UNE swftohing rates approved by the CommissIon In Phase l of
Docket Nc. 96-324. These rate reductions were apparently preoipitated by actions
occurrIng during the FCC's consideratIon ofVZ-Cc's li1pplicaticn for interLATA authority
from Delaware. In comments filed with the FCC, AT&T and WQrldcom asserted thatVZ
O(;;~s unbundled switchIng rates were not TELRIC compliant. It addition, those
opponents alsa argued the Delaware's ·1,on~loop" UNE rates (Which include unbundled
switching) exceeded a NewYQrk-b~s~UNE·platfonn benchmarkby 40% to 50%..' vz.~
DE's reduotlona are limited to originatIng and terminating switch U~ilge (minutes cruse)
ratas. A coPY' of VZ-DE's letter is endO!!!U!ld.

As vz..OE's submission Indicates, the rate reductions change the rates the
Commission set in 1991 in PSC Dekt. No. 96~324. Th~t proceeding begsn life, and
continues to live, as the PSC's review of IiiIIl Statement of Genel'iilly Available Terms
filed by VZ-DE. Thus It would seem that the change in switching rate$ offered by vz
DE would now require some sort of approval by the Commission, .§u,~I 47 U.S.C.
§ 252(f)(2).

l~No",,"loopll elements include a line port, end otloe switching usage. common (or shared
transport). ana' slgn$ling. The FCC'G benchmarking procedure ~ USed II'Ilen1he FCC
:suspee:ts that the &tate commission ignored or ~rgflifCl!lntlymisapplied TELRIC principles.
campiH..' Igop and aggregated no"",,1oop ratelil In Ihe partiCl,Jlar State to simililr riilUM> in a
"=Qmparative" juri;dlction~ imlilrl.ATA Il~()rity has already been approved. Verimn,
and the FCC, t~lcally use New York rates as the comparatiw benchmarks. Under the
procefi!S, thlit "costs" for loop$ and non-loop elt;l~nts in the paltlcular Stata are compared to
tho l:QGW In New Yom. Such costs are deri\ed (on a state-lMde weighted-average bQ$I$) by
Llsing, with &ome modifiaalions, the FCC's universal service costing model. 'l11en the \we
St3te$' weightett ::werage rates are ClOmp:ared to see v.hether the percentage ditrarence in
lOOp and non-loop (ites In the particutar State· as compared to tt'le NewYorl< ratl=s • does
not exceed the percentage difference in costs betwlilliln the two $t~t.$.
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I recommend that the CQmmission allow the sWitching rate rech./cl:ions outlined In
VZ-DE:'s retter afAugust 30 to take effect (47 U.S.C. § 252(1)(3)(8) and defer the final
review of these new switching rates until the FCC lssues its decision on VZ..oE's
application for intarLATA authority. That decision is due by September 25 and may
provide the FCC's analysis of Why such rats reductions are necessary. appropriate, or
just simply welcomed.

After the FCC's decision, VZ-DE should make a formal application to amend or
alter the prior switching rates approved by the PSC. After such a filinS, the PSC can
considersuch a (ormal application, In so dolng. the Commission might want to explore
whether, in light ofany approved switching rate reductions, other rates tnat ineor~orate
the prior switching activities (such as perhaps reciprocal c0M:1p19nsation) might also
require some modification.

In sum, the Commission should enter an Order (at the September 24 meeting)
allowing the switching rate reductions to go into effect on the basis of the August 30
lelter.2 VZ-OE ean then, right after the FCC enters its decision on VZ-DE's interLATA
appficaticn, file a more formal application to revise the PSC's earner rate orders to have
the unbundled switcnJng rates conform to the rates sst forth in Its August 30 letter.

Enclosure (VZ..DI:; kttter ofAug. SO, 2002)

co: Bruce Burall!, Exee. Olr. (INto enc.
Service Ust in PSC O(:I¢. Na. 96-324, Phase 11

(bY facsimlls & w. enc.)

...-___.....__w__ .
~u"tn the CammTeli'ion entt!r-5 :;uc:h en Otdor, VZ~DE Clan Qfer~ red~ced rafe$ filS i!l
"negotIa1ed" nne tQ the otht!r Ciimal"$,
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J.A. eonover
VIQI president liU1c1 Gett.,.1 eoollrlSfll-DI!I~nt

901 T~l'lI,,1I Street
2M f!lQar
\Wmlngton, be 1ge01
Tel. ~15-963-6001
Fax21ti~

August 30, 2002

Via Hand geJivCO'
MI. Karen Nickerson
Commission SceretafY
Delaware Publie S~CO Commission
861 SUver fMC Boulevard
Cannon BLlI1di%\& Suite 100
Dover, DR lS904

Re: In the MaUor oftbe Xuq'dIrfInto Verizo:n Delsaware IDe.'s COlDPliaae.e
Witb the Cn,ditionl Sot Fgrtb ip 47 U.S-C. § 271(s),DG~No. 02..001

::oe.rM$. Niokc:taon:

J:P Ph...e1 pf its proceeding stl1.'ting rates thr Veriz(ln Ddll.WIl'e lftC"s (Veri~
1)'5'5) Unbundled NotWOdc Elements,. the Commiasion adopted nIfes for unbundled
switcbins using the 'mLRIC mathodology. 1 CcrWn parties have taised concerns about
VerUcm OS·s iwl~emg rat. in the proceeding bcl"oro tbe Federal Communiamons
Comm.1uioA to consider VmzonJ &application for long distanee authority inDel:awarc;.

While Vcri:lon DB continues to believe that its UNB switching rate& are TELRIC
compliant, in order to resolve those CDncems. Verizon DE is reduciDg its unbundlccl
swilchiUS rates 31%. Spf!CificaJly. Verlzon is reducing its orightating unbundl.ed
swi~ins rate from $.0006:34 to $.002507 and its terminating u.nb~led. switoldng ral:ll
from $.001921 to $.001330. These me reductions will be0~ect1v" Immediately.

These new switcNns rata will be applicable to aU CL:acs Qperatins in Delaware
aufiliba11 remalu In el!'ect until the QJmmbsion otherwise modifies the rates.

AU CLECs wm be notifiod ofthis change by a cha.nge tm.Qagemtmt notice that
will bo distlibl.l1ec:1 via B-MAIL.

1111 the Malkr ofthe; Appllet.di<m qfllsUAtkmUc-A-lmwin, Irr~.lorIJppl'tlYai oJltor~nr Cl!:ZWm.f aM
C~fldftltJ"8 ,m.e.. SectfO/l 2Sl(JJ Of The TelccommUllication3.t1c:1 Of I:JH. :PSC DQI;k;t No. 96-32.4.
1~G't Opinion and 0rdQr NQ, 4S42, datoIl 1uly I, 1997(~ I Ordei"). 'T'bis poruon of the:
CMunla1l3n', Phase l Villi atl1rmod on appdl by The 'UnilQd Swcs Pi&1rlct Cowt !gt the DJ:iUitt of
PWlJWaR, 8,II.ctlarlP~·Dd~, Iftc. Y. Mc:Manon,,sO F. $npp.ld 218 (1'. Del 1000).
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Please do not hesita.t~ to c:ontaet the undersigned ahould me Commission require
further information about this trtatter.

.,

Very 1rol)1 yours.

~ -fi U71/
,:J~ lftUV~.BuVL

Julia A.. Conover

..
JAClmeb
'Eftc.


